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TAGS: EEC, MT 

SUBJECT: EC-MALTA NEGOTIATIONS 

REF: (A) VALLETTA 524 (NOTAL) (B) EC BRUSSELS 4613 
(C) EC BRUSSELS 3200 

1 . SUMMARY. EC-MALTA NEGOTIATIONS ON TRADING ARRANGEMENTS 
AFTER JULY 1 HAVE NOT YET BEEN CONCLUDED BECAUSE OF MALTESE 
INSISTENCE THAT THE EC INCREASE ITS FINANCIAL AID TO MALTA 
OVER THE 26 MILLION UNITS OF ACCOUNT AGREED TO IN A 
FINANCIAL PROTOCOL LAST YEAR BY GRANTING MALTA ACCESS TO 
THE COMMUNITY'S REGIONAL AND SOCIAL FUNDS. EC COMMISSION 
OFFICIALS, WHO SAY COMMUNITY CANNOT AGREE TO THE LATTER, 

EXPECT NEGOTIATIONS TO RESUME IN EARLY JUNE. COMMISSION 
HAS TOLD MINTOFF THE EC WILL FRONT-END LOAD" ITS 
DEVELOPMENTAL ASSISTANCE PLANNED UNDER THE FINANCIAL 
PROTOCOL SO THAT AT LEAST HALF THE 26 MILLION U.A. WILL 
START FLOWING TO MALTA FROM MID-1978 THROUGH 1979; EC HAS SUG- 
GESTED THAT THE GOM BEGIN PLANNING AND IMPLEMENTING PROJECTS 
NOW WITH ITS OWN RESOURCES, WHICH COMMUNITY FUNDS WILL LATER 
COVER. END SUMMARY 
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2. REF A ASKED FOR STATUS OF EC-MALTA AGREEMENT, PARTICULARLY 
THAT PORTION OF IT RELATING TO COMMUNITY FINANCIAL ASSISTANCE FOR 
MALTA. IT ALSO ASKED FOR CURRENT OVERALL EC ATTITUDE TOWARD 
MALTA. 

3. WORKING-LEVEL OFFICIAL RESPONSIBLE FOR MALTA IN EC COMMISSION S 
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DG I (EXTERNAL RELATIONS) GAVE MISSION OFFICER RUN-DOWN MAY 23 
ON STATUS OF EC FINANCIAL ASSISTANCE, AND OF CURRENT EC-MALTA 
NEGOTIATIONS REGARDING TRADING ARRANGEMENTS AFTER JULY 1 
(REF B): 

A) FINANCIAL ASSISTANCE - EC AND MALTA SIGNED A FINANCIAL 
PROTOCOL IN 1976 PROVIDING FOR 26 MILLION UNITS OF ACCOUNT 
(1 U.A. EQUALS $1.1) IN EC DEVELOPMENTAL ASSISTANCE. SCHEDULE 
FOR DISBURSEMENTS/IMPLEMENTATION ENVISAGED BY EC AT TIME OF 
SIGNING WAS AS FOLLOWS: EC MEMBER STATE RATIFICATION WOULD BE 
COMPLETE BY MID 1977; IN SECOND HALF OF 1977 MALTESE COULD BEGIN 
DISCUSSING INDIVIDUAL DEVELOPMENTAL PROJECTS WITH EC AND. UPON 
REACHING AGREEMENT, FINANCING COULD START IN 1978. EC INTENTION 
WAS TO FINANCE SEVERAL PROJECTS IN 1978-79 TO HELP MALTESE GET 
PAST THE EXPECTED DIFFICULT ECONOMIC PERIOD WHEN THE BRITISH 
EVACUATE THEIR BASE IN THE SPRING OF 1979. IN FACT, BECAUSE OF 
TECHNICAL INTERNAL EC PROBLEMS LARGELY UNRELATED TO MALTA, MEMBER 
STATE RATIFICATIONS OF FINANCIAL PROTOCOL ARE TAKING LONGER THAN 
ENVISAGED AND ARE NOW EXPECTED TO BE COMPLETED ABOUT MID-1978. 
LEGALLY, EC ENTITIES CANNOT DISBURSE ASSISTANCE FUNDS UNTIL 
RATIFICATION IS COMPLETE. HOWEVER, COGNIZANT OF EC'S ORIGINAL 
IMPLIED PROMISE TO THE MALTESE REGARDING THE COMMENCEMENT OF 
DISBURSEMENTS IN 1978-79, AND BELIEVING THAT TO BE EFFECTIVE 
EC ASSISTANCE SHOULD MEET ITS ORIGINAL PURPOSE OF HELPING 
MALTESE OVER THE MARCH/APRIL 1979 HUMP, EC COMMISSION WORKED OUT 
A COMPROMISE APPROACH WHICH MEMBER STATES AUTHORIZED IT TO BROACH 
TO THE MALTESE. OUR COMMISSION INTERLOCUTOR SAID THAT WHEN HE 
VISITED VALLETTA IN MARCH (REF C), HE TOLD MINTOFF THAT WHILE 
THE EC CANNOT DISBURSE FUNDS PRIOR TO MEMBER STATE RATIFICATION, 
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THE MALTESE GOVERNMENT COULD PROCEED NOW WITH ITS OWN RESOURCES 
TO PLAN AND EVEN IMPLEMENT INDUSTRIAL PROJECTS ENVISAGED UNDER 
THE FINANCIAL PROTOCOL ON THE UNDERSTANDING THAT THE COMMUNITY 
WOULD MAKE UP TO HALF ITS 26 MILLION U.A. AVAILABLE WITHIN THE 
FIRST YEAR OF THE FINANCIAL PROTOCOL S ENTRY INTO FORCE. 

IN THE WORDS OF THE COMMISSION OFFICIAL, "WHILE WE COULD NOT GIVE 
HIM A LEGAL GUARANTEE, WE TOLD MINTOFF IT WAS 99 PER CENT 
CERTAIN THAT HE WOULD GET HIS FUNDS AND THUS HE COULD PROCEED 
NOW TO HIRE EXPERTS TO DRAW UP FEASIBILITY STUDIES, ETC." 

(COMMENT - THE COMMISSION OFFICIAL ASSUMES, AS DO WE, THAT 
MINTOFF'S TELEVISIED APRIL 25 REMARKS ON THE SUBJECT OF "AC- 
CELERATED" EC ASSISTANCE (REF A) WERE SIMPLY ANOTHER PATENTED 
EXAMPLE OF MINTOFF’S PORTRAYING TO HIS PEOPLE THE DEVELOPMENT 
OF EVENTS IN TERMS OF CONCESSIONS THE PRIMIN HAS WRUNG FROM 
AN UNFRIENDLY WORLD. END COMMENT) 
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B ) NEGOTIATIONS ON TRADE - ACCORDING TO COMMISSION OFFICIAL, 

EC AND MALTESE ARE NOT FAR APART IN NEGOTIATIONS ON TRADING 
ARRANGEMENTS TO BECOME EFFECTIVE JULY 1 ("ALTHOUGH A FEW PROBLEMS 
REMAIN"). HOWEVER, TALKS ARE NOW IN RECESS (SESSIONS WERE HELD 
ON APRIL 25 AND MAY 17) BECAUSE OF MALTESE DELEGATION'S IN- 
SISTENCE THAT ITS INSTRUCTIONS PRECLUDED ITS AGREEING TO ANYTHING 
WHATEVER ON THE TRADE SIDE UNTIL THE COMMUNITY AGREES TO PROVIDE 
MALTA ECONOMIC ASSISTANCE FROM THE EC REGIONAL AND SOCIAL FUNDS 
IN ADDITION TO THE 26 MILLION U.A. PROVIDED FOR IN THE 1976 
FINANCIAL PROTOCOL DISCUSSED ABOVE. AS BEFORE (REFS B AND C), 
COMMISSION NEGOTIATORS ON MAY 17 AGAIN INSISTED THAT ACCORDING 
TO ROME TREATY ESTABLISHING THE EC, THESE FUNDS CAN BE USED 
ONLY FOR MEMBER STATES. (REGIONAL FUND IS TO FINANCE PROJECTS 
DESIGNED TO CORRECT REGIONAL ECONOMIC IMBALANCES, WHILE SOCIAL 
FUND PROVIDES TRAINING AND OTHER PROGRAMS FOR COMMUNITY’S 
UNEMPLOYED.) GIVEN LACK OF FLEXIBILITY IN MALTESE NEGOTIATORS' 
INSTRUCTIONS, THE TWO SIDES DECIDED ON A FURTHER PAUSE IN THE 
TALKS. COMMISSION OFFICIAL SAID THAT EC CURRENTLY HAS "OUTSIDE 
CONTACTS WITH MALTESE AT MANY LEVELS" (E.E., OUTSIDE THE NE- 
GOTIATING FORUM) WITH A VIEW TO MAKING THE MALTESE UNDERSTAND 
THE COMMUNITY CANNOT PROVIDE ADDITIONAL FINANCIAL ASSISTANCE TO 
MALTA FROM THE REGIONAL AND SOCIAL FUNDS AND THAT THE TWO SIDES 
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MIGHT AS WELL MOVE ON TO CONCLUDE TRADING ARRANGEMENTS FOR THE 
POST- JULY 1 PERIOD. OFFICIAL SAID NO DATE HAS BEEN SET FOR 
RESUMPTION OF NEGOTIATIONS, BUT THAT HE EXPECTS A SESSION "BEFORE 
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JUNE 10." 

4. EC ATTITUDE TOWARD MALTA. FROM OUR FREQUENT DISCUSSIONS 
WITH EC COMMISSION AND COREPER OFFICIALS. WE WOULD CHARACTERIZE 
OVERALL EC ATTITUDE, AS SEEN FROM BRUSSELS, AS AN AMALGAM OF: 

(A) ALMOST PERPETUAL IRRITATION WITH MALTESE NEGOTIATING TACTICS 
AND BLUSTER; AND (B ) A BET IFF THAT MALTA DOES FACE SERIOUS 
ECONOMIC PROBLEMS, PARTICULARLY TWO YEARS FROM NOW, AND THAT, 

WITHIN REASONABLE LIMITS, WESTERN EUROPE SHOULD HELP TO ALLEVIATE 
THOSE PROBLEMS, BOTH ON THE MERITS OF THE CASE AND TO HELP PREVENT 
MINTOFF'S MOVING INTOLERABLY FAR IN DIRECTIONS INIMICAL TO WESTERN 
INTERESTS (I.E., TOO FAR TOWARD THE LIBYANS OR THE SOVIETS). HINTON 
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